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SUMMARY  OF  RECOMMENDATIONS 
AND  COLLEGE  REPLIES 


Prior  Recommendations 


7.  "We  recommend  the  College  should  either  (a)  amend  the  agreement  to  provide 
for  investments  in  STIP  or  (b)  comply  with  the  investment  instructions  of 
the  present  agreement." 

The  College  concurs. 

8.  "We  recommend  the  following: 

a.  The  Financial  Aid  Director  should  prepare  a  list  of  reports 
and  a  summary  of  instructions  to  ensure  that  reports  are  filed 
on  a  timely  and  accurate  basis. 

b.  The  Financial  Aid  Office  should  review  its  reports  with  the 
Business  Office  to  ascertain  that  the  reports  are  in  agreement 
with  the  College's  accounting  records." 

The  College  concurs. 

13.  "We  recommend  the  following: 

a.  The  College  should  establish  control  over  the  physical  plant 
inventories  by  maintaining  perpetual  records  similar  to  the 
system  used  in  the  stores  operation.   The  inventory  should 
also  be  reflected  in  the  financial  statements. 

b.  Personnel  responsible  for  inventories  be  cautioned  as  to  the 
importance  of  accurate  counts  and  proper  cutoff  and  storage. 

c.  Periodic  test  counts  of  inventories  should  be  taken  and 
compared  to  the  perpetual  records.   Significant  discrepancies 
should  be  investigated." 

The  College  concurs. 


Additional  Recommendations 

1.   We  recommend  the  following: 

a.   The  Business  Office  should  set  computer  check  limits  that  it 
feels  are  realistic  in  all  areas  of  business,  and  then  checks 
should  be  made  by  the  computer  to  determine  whether  transactions 
are  within  those  limits.   For  example,  the  computer  could  check 
for  payroll  checks  exceeding  $5,000.   Any  transactions  exceeding 
this  limit  would  then  have  to  be  approved  by  the  Business  Office 
before  final  processing. 

ii 


b.  Before  installation  of  any  new  system,  the  documentation  should 
be  reviewed  for  completeness. 

c.  An  emergency  backup  plan  should  be  developed  and  off-site  storage 
should  be  found  for  programs  and  data  files. 

d.  Passwords  should  be  changed  at  least  weekly;  and  employees  should 
be  instructed  not  to  use  passwords  which  are  related  to  their  job 
or  their  name. 

e.  Knowledge  of  the  master  password  should  be  limited  to  the  Director 
and  Assistant  Director  of  the  computer  center. 

f.  Programmers  should  be  limited  to  access  to  programs  they  are  work- 
ing on  and  dummy  files  needed  in  their  work. 

a.  The  College  concurs. 

b.  The  College  concurs. 

c.  The  College  concurs. 

d.  The  College  does  not  concur. 

e.  The  College  concurs. 

f.  The  College  concurs. 

2.  Efforts  should  be  made  to  ensure  that  the  enrollment  file  as  of  the  15th 
day  be  saved  so  that  the  FTE  report  can  be  properly  filed. 

The  College  concurs. 

3.  We  recommend  the  following: 

a.  The  College  should  take  steps  to  get  the  records  at  the  Financial 
Aid  Office  updated  to  match  the  reports  sent  out  by  the  Business 
Office. 

b.  The  College  should  take  applications  from  all  candidates  for  fee 
waivers  and  they  should  be  reviewed  for  financial  need. 

The  College  concurs. 

4.  We  recommend  the  following: 

a.  The  College  should  begin  using  prenumbered  receipts  in  all  areas 
and  establish  an  accounting  system  to  ensure  all  receipts  come 
back  to  the  central  cashier. 

b.  The  College  should  make  efforts  to  ensure  that  all  receipts  are 
properly  filled  out. 

c.  The  College  should  take  steps  to  ensure  compliance  with  MCA  17-6-105  (6)  . 
The  College  concurs. 

5.  The  College  should  comply  with  state  guidelines  regarding  requisitioning. 
The  College  concurs. 

iii 


STEELE   &   VAUGHT 

CERTIFIED    PUBLIC    ACCOUNTANTS 

703  WEST  MENDENHALL 
BOZEMAN,  MONTANA  59715 

(406)  587-4522 


Legislative  Audit  Committee 

of  the  Montana  State  Legislature: 


We  have  examined  the  balance  sheet  of  Eastern  Montana  College 
as  of  June  30,  1980,  and  the  related  statements  of  changes  in  fund 
balances  and  current  funds  revenues,  expenditures,  and  other  changes 
for  the  year  then  ended.   Our  examination  was  made  in  accordance 
with  generally  accepted  auditing  standards  and  accordingly,  included 
such  tests  of  the  accounting  records  and  such  other  auditing  pro- 
cedures as  we  considered  necessary  in  the  circumstances. 

Accounting  records  for  general  fixed  assets  were  not  completed. 
Accordingly,  a  statement  of  General  Fixed  Assets  required  by  general- 
ly accepted  accounting  principles,  is  not  included  in  the  accompany- 
ing financial  statements. 

In  our  opinion,  except  for  the  lack  of  a  statement  of  General 
Fixed  Assets,  as  discussed  in  the  preceding  paragraph,  the  afore- 
mentioned financial  statements  present  fairly  the  financial  position 
of  Eastern  Montana  College  at  June  30,  1980,  and  the  changes  in  fund 
balances  and  the  current  funds  revenues,  expenditures  and  other 
changes  for  the  year  then  ended,  in  accordance  with  generally  ac- 
cepted accounting  principles  applied  on  a  basis  consistent  with  that 
of  the  preceding  year. 


Bozeman,  Montana  -Steele  &  Vaught 

November  14,  1980  Certified  Public  Accountants 
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COMMENTS 


I.  General 

Eastern  Montana  College  was  established  in  Billings  by  the  1927  Legislative 
Assembly.   It  was  initially  called  Eastern  Montana  Normal  School  at  Billings. 
Its  name  was  changed  in  1949  to  Eastern  Montana  College  of  Education,  and  in 
1965  to  Eastern  Montana  College.   The  College  offers  academic  programs  in 
education,  liberal  arts,  sciences,  business,  economics,  undergraduate  and 
graduate  teacher  education,  and  professional  and  vocational  education. 
Eastern  has  been  given  authority  to  grant  a  Bachelor  of  Science  degree  in 
Education,  a  baccalaureate  degree  in  secondary  education  and  a  Master's 
Degree  in  elementary  education.   In  addition,  the  College  is  authorized  to 
confer  liberal  arts  degrees  of  Bachelor  of  Arts  and  Bachelor  of  Science.   In 
1968,  authority  was  given  to  grant  a  Master  of  Science  in  Rehabilitation 
Counseling.   The  College  also  has  authority  to  award  degrees  of  the  Associate 
of  Arts  and  Associate  of  Science. 

The  College  is  under  the  control  and  supervision  of  the  seven-member  Board  of 
Regents  of  Higher  Education. 

The  campus  is  comprised  of  approximately  90  acres  of  land  containing  fourteen 
buildings  providing  administrative  offices,  classrooms,  laboratories,  audi- 
toriums, physical  education  facilities,  student  housing,  and  other  facilities. 

The  State  General  Fund  and  the  University  Millage  are  the  primary  sources  of 
revenue  to  operate  the  College.   Revenue  is  also  generated  from  student  fees, 
land  grant  income,  Federal,  State  and  private  grants,  and  auxiliary  enterprise 
operations.   The  nature  and  extent  of  the  revenue  from  these  various  sources 
are  depicted  in  the  exhibits  which  are  presented  in  the  style  and  format  unique 
to  higher  education. 

II.  Internal  Control 

We  have  examined  the  financial  statements  of  the  Eastern  Montana  College  for 
the  year  ended  June  30,  1980,  and  have  issued  our  report  thereon  dated  Novem- 
ber 14,  1980.   As  part  of  our  examination,  we  made  a  study  and  evaluation  of 
the  agency's  system  of  internal  accounting  control  to  establish  a  basis  for 
reliance  thereon  in  determining  the  nature,  timing  and  extent  of  other  auditing 
procedures  necessary  for  expressing  an  opinion  on  the  financial  statements 
and  to  assist  in  planning  and  performing  our  examination  of  the  financial 
statements. 

The  objective  of  internal  accounting  control  is  tD  provide  reasonable,  but 
not  absolute,  assurance  as  to  the  safeguarding  of  assets  against  loss  from 
unauthorized  use  or  disposition,  and  the  reliability  of  financial  records 
for  preparing  financial  statements  and  maintaining  accountability  for  assets. 
The  concept  of  reasonable  assurance  recognizes  that  the  cost  of  a  system  of 
internal  accounting  control  should  not  exceed  the  benefits  derived  and  also 
recognizes  that  the  evaluation  of  these  factors  necessarily  requires  estimates 
and  judgments  by  management. 


II.  Internal  Control  -  cont. 

Our  examination  would  not  necessarily  disclose  all  weaknesses  in  the  system 
of  internal  accounting  control  because  it  was  based  upon  selective  tests  of 
accounting  records  and  related  data. 

III.  Prior  Recommendations 

1.  "The  College  should  keep  currently  informed  as  to  the  status  of  trust 
account  investments  and  give  the  trustee  aid  and  direction  in  the  invest- 
ment of  these  monies  with  a  goal  to  achieve  a  maximum  return  compatible 
with  the  terms  and  conditions  as  set  forth  in  the  bond  indentures." 

The  College  has  complied  with  this  recommendation. 

2.  "We  recommend  that  the  College  strengthen  internal  control  over  Housing 
income.   In  this  regard  wfe  offer  the  following  suggestions: 

a.  Segregate  the  duties  of  maintaining  student  ledger  cards  from 

the  duty  of  receiving  student  payments,  preferably  by  transferring 
to  the  Business  Office  cashier  the  responsibility  of  receiving 
all  student  payments. 

b.  Recognize  income  and  receivables  on  the  College  general  ledger 
from  student  housing  at  the  time  the  charge  is  entered  on  the 
student  ledger  card.   This  can  be  done  by  utilizing  the  posting 
machine  totals  that  are  generated  whenever  transactions  are 
posted  to  student  cards.   Periodic  reconciliation  should  be  made 
between  the  general  ledger  and  the  detail  accounts  receivable 
ledgers. 

c.  The  accounts  receivable  should  be  aged  at  least  monthly  with 
copies  of  the  ageing  report  sent  to  all  responsible  officials." 

The  College  has  complied  with  this  recommendation. 

3.  "To  strengthen  internal  control,  we  recommend  the  following: 

a.  Damage  deposits  be  received  directly  by  the  Business  Office  (see 
recommendation  //l  under  Housing  Office  Receipts). 

b.  The  Housing  Office  should  notify  the  Business  Office  as  to  any 
non-cash  charges  to  students  in  order  that  appropriate  adjustment 
may  be  made  to  the  general  ledger. 

c.  Periodically,  certainly  at  fiscal  year-end,  the  detail  and  general 
ledger  should  be  reconciled.   Significant  differences,  if  any, 
should  be  investigated." 

The  College  has  complied  with  this  recommendation. 

4.  "Even  though  the  errors  were  corrected,  the  College  should  exercise 
caution  in  the  future  to  ensure  that  property  acquisition  and  improvements 
are  made  from  the  proper  funds." 


The  College  has  complied  with  this  recommendation. 

5.  "The  College  should  continue  in  its  efforts  to  improve  accountability 
over  its  investment  in  plant.   In  this  regard,  we  recommend  the  following: 

a.  The  College  should  conduct  a  complete  physical  inventory  of  fixed 
assets  and  provide  the  inventoried  assets  with  individualized 
identification  tags. 

b.  Detail  property  records  should  be  maintained  and  periodically 
reconciled  to  the  general  ledger.   In  the  absence  of  historical 
cost  records,  the  assets  may  be  stated  at  historically  based 
appraised  values  with  subsequent  additions  at  cost. 

c.  Property  records  should  be  reviewed  for  disposals  of  property. 

d.  In  accordance  with  the  industry  audit  guide,  property  acquired 
by  gift  should  be  recorded  at  fair  market  value  at  the  date  of 
gift. 

e.  Supporting  documents  for  the  purchase  of  fixed  assets  should 
indicate  the  item  being  replaced  or  purpose  of  an  addition." 

The  College  is  in  the  process  of  going  onto  the  Montana  P. A. M.S.  which 
will  bring  them  in  compliance  with  this  recommendation. 

6.  "We  recommend  the  Board  of  Regents  review  this  practice  and  adopt  a 
uniform  policy  regarding  the  purchase  of  delinquent  National  Direct 
Student  Loans." 

The  office  of  the  Commissioner  of  Higher  Education  reviewed  the  trans- 
actions referred  to  in  the  above  recommendation  and  concurred  with  the 
College's  action.   The  Board  of  Regents  has  not  yet  adopted  a  uniform 
policy  as  the  situation  has  not  come  up  again.   The  Board  has  directed 
the  College  to  contact  it  if  the  situation  arises  again,  and  at  that 
time  it  will  generate  the  necessary  policy. 

7.  "We  recommend  the  College  should  either  (a)  amend  the  agreement  to 
provide  for  investments  in  STIP  or  (b)  comply  with  the  investment 
instructions  of  the  present  agreement." 

The  College  has  not  complied. 

Recommendation :   The  prior  recommendation  still  stands. 

8.  We  recommend  the  following: 

a.  The  Financial  Aid  Director  should  prepare  a  list  of  reports 
and  a  summary  of  instructions  to  ensure  that  reports  are  filed 
on  a  timely  and  accurate  basis. 

b.  The  Financial  Aid  Office  should  review  its  reports  with  the 
Business  Office  to  ascertain  that  the  reports  are  in  agreement 
with  the  College's  accounting  records." 


The  College  has  shifted  preparation  of  reports  to  the  Business  Office. 
See  recommendation  three  under  Additional  Recommendations  for  further 
comments  on  fee  waivers. 

9.  "The  College  should  obtain  written  approval  for  non-compliance  with 
applicable  rules  and  regulations  of  restricted  funds." 

The  College  has  complied  with  this  recommendation. 

10.  "We  recommend  the  following: 

a.  Restricted  funds  should  not  be  used  to  make  inter-entity  loans. 
Although  the  funds'  restrictions  may  contain  no  specific  pro- 
hibition against  making  loans  of  this  type,  the  College  will 
avoid  jeopardizing  future  grants  by  discontinuing  these  loans. 

b.  The  College  should  take  steps  to  ensure  that  all  inter-entity 
loans  are  accounted  for  seperately  in  its  accounting  records." 

The  College  has  complied  with  this  recommendation. 

11.  "Change  funds  needed  on  a  temporary  basis  should  be  promptly  returned 
to  the  Montana  State  Treasurer." 

The  College  has  complied  with  this  recommendation. 

12.  "We  recommend  the  following: 

a.  Journal  entries  should  be  adequately  supported  by  complete 
explanations  or  references  to  work  papers  supporting  the  entries, 
Furthermore,  all  entries  should  be  reviewed  and  approved  by 
appropriate  supervisors. 

b.  All  journal  entries  should  be  recorded  only  after  approval  by 
appropriate  College  personnel." 

The  College  has  complied  with  this  recommendation. 

13.  "We  recommend  the  following: 

a.  The  College  should  establish  control  over  the  physical  plant 
inventories  by  maintaining  perpetual  records  similar  to  the 
system  used  in  the  stores  operation.   The  inventory  should 
also  be  reflected  in  the  financial  statements. 

b.  Personnel  responsible  for  inventories  be  cautioned  as  to  the 
importance  of  accurate  counts  and  proper  cutoff  and  storage. 

c.  Periodic  test  counts  of  inventories  should  be  taken  and 
compared  to  the  perpetual  records.   Significant  discrepancies 
should  be  investigated." 


The  College  has  not  complied. 

Recommendation :   The  prior  recommendation  still  stands. 

14.  "In  order  to  promote  consistency  and/or  comparability  among  the  units  we 
recommend  the  following: 

a.  The  Board  of  Regents  should  establish  a  policy  as  to  the  necessity 
of  allocation  of  general  and  administrative  expenses  and,  if  consid- 
ered necessary,  the  individual  units  should  be  provided  with  spe- 
cific instructions  as  to  the  allocation  methods  to  be  used. 

b.  The  College  should  review  all  changes  being  made  to  the  operation 
and  maintenance  program  to  ascertain  whether  all  changes  are 
being  included.   Furthermore,  the  Office  of  Commissioner  of  Higher 
Education  should  be  consulted  to  ensure  consistency  and  compar- 
ability among  the  units." 

The  College  and  the  Commissioner  have  complied  with  this  recommendation. 

15.  "We  recommend  the  following: 

a.  The  Commissioner's  office  should  complete  the  study  and  implement 
a  new  payroll  system  which  will  eliminate  present  inefficiencies. 

b.  Duties  and  responsibilities  of  payroll  persons  should  be  rearranged 
so  that  payroll  warrants  and  Form  W-2's  are  received  and  distributed 
by  someone  other  than  the  persons  responsible  for  payroll  prepara- 
tion.  In  addition,  unclaimed  warrants  and  W-2's  should  be  handled 
and  investigated  by  someone  outside  the  payroll  department." 

The  College  and  the  Commissioner  have  complied  with  this  recommendation. 


IV.  Additional  Recommendations 

1.   Data  Processing  Division:   The  system  that  was  in  operation  during  the 
fiscal  year  ended  June  30,  1980,  did  not  have  proper  documentation. 
The  system  also  had  little  in  the  way  of  edit  and  limit  checks.   The 
new  system  which  is  in  the  development  process  is  being  documented  but 
still  does  little  in  the  way  of  edit  and  limit  checks. 

Another  problem  was  that  there  was  no  emergency  backup  plan  or  offsite 
storage  of  programs  and  data.   If  a  major  catastrophe  had  struck  McMullen 
Hall  the  College  would  have  been  forced  to  start  from  scratch  in  rebuild- 
ing its  programs  and  data  base. 

The  new  system  under  development  is  an  on-line  system  with  terminals 
located  in  several  buildings  acxoss  campus.   Staff,  students  and  faculty 
have  access  to  these  terminals.   There  are  security  levels  built  in  to 
hinder  access  to  sensitive  data  files  and  operational  programs,  but  as 
in  all  on-line  systems,  a  good  systems  person  could  break  through.   A 
further  problem  is  that  a  master  password  is  built  into  the  system  allow- 
ing an  individual  in  posession  of  that  word  to  enter  all  files  and  programs, 
The  entire  programming  staff  is  in  posession  of  that  password.   As  such 
any  programmer  can  enter  any  data  file  or  program  at  will. 

Recommendation : 


We  recommend  the  following: 

a.  The  Business  Office  should  set  computer  check  limits  that  it 
feels  are  realistic  in  all  areas  of  business,  and  then  checks 
should  be  made  by  the  computer  to  determine  whether  transactions 
are  within  those  limits.   For  example,  the  computer  could  check 
for  payroll  checks  exceeding  $5,000.   Any  transactions  exceeding 
this  limit  would  then  have  to  be  approved  by  the  Business  Office 
before  final  processing. 

b.  Before  installation  of  any  new  system,  the  documentation  should 
be  reviewed  for  completeness. 

c.  An  emergency  backup  plan  should  be  developed  and  off- site  storage 
should  be  found  for  programs  and  data  files. 

d.  Passwords  should  be  changed  at  least  weekly;  and  employees 
should  be  instructed  not  to  use  passwords  which  are  related  to 
their  job  or  their  name. 

e.  Knowledge  of  the  master  password  should  be  limited  to  the 
Director  and  Assistant  Director  of  the  computer  center. 

f.  Programmers  should  be  limited  to  access  to  programs  they  are 
working  on  and  dummy  files  needed  in  their  work. 


Full-time  Equivelent  Students:   In  the  winter  quarter  of  1980  the  College 
converted  to  a  new  computerized  registration  system.   The  report  that  is 
to  be  submitted  to  the  Commissioner  of  Higher  Education's  office  regard- 
ing FTE's  is  supposed  to  be  based  on  enrollment  as  of  the  15th  day  follow- 
ing registration.   Due  to  problems  in  the  new  system  the  file  as  of  the 
15th  day  was  lost,  and  the  report  was  based  on  enrollment  later  in  the 
quarter. 

Recommendation : 


Efforts  should  be  made  to  ensure  that  the  enrollment  file  as  of  the  15th 
day  be  saved  so  that  the  FTE  report  can  be  properly  filed. 

3.   Fee  Waivers:   Although  reports  are  now  prepared  by  the  Business  Office 
there  is  still  no  updating  of  records  in  the  Financial  Aid  Office  to 
bring  their  files  into  alignment  with  the  reports. 

According  to  the  Montana  University  System  "Policy  and  Procedures  Manual" 
section  940.13:  "All  fee  waivers,  except  National  Merit  Honor  Scholar- 
ships, High  School  Honor  Scholarships,  Community  College  Honor  Scholar- 
ships, fee  waivers  for  faculty  and  staff,  graduate  teaching  assistants 
and  graduate  research  assistants,  and  athletic  grants-in-aid  shall  be 
granted  first  on  the  basis  of  financial  need."  Financial  need  has  not 
always  been  considered  by  the  various  departments  in  assigning  fee  waivers, 


Recommendation : 


We  recommend  the  following: 

a.  The  College  should  take  steps  to  get  the  records  in  the  Financial 
Aid  Office  updated  to  match  the  reports  sent  out  by  the  Business 
Office. 

b.  The  College  should  take  applications  from  all  candidates  for  fee 
waivers  and  they  should  be  reviewed  for  financial  need. 

4.   Cash  Receipts:   The  College  began  using  prenumbered  receipts  in  all  re- 
ceipting areas  except  that  of  the  central  cashier  during  the  year.   How- 
ever, receipts  were  not  always  filled  out  such  that  the  source  of  the 
funds  and  the  individual  receiving  the  funds  could  be  readily  identified. 

MCA  17-6-105  (6)  requires  that  when  coin  and  currency  exceed  $100  it 
should  be  deposited  each  day.   We  found  instances  where  this  law  was  not 
complied  with. 

Recommendation : 

We  recommend  the  following: 

a.   The  College  should  begin  using  prenumbered  receipts  in  all  areas 
and  establish  an  accounting  system  to  insure  all  receipts  come 
back  to  the  central  cashier. 


b.  The  College  should  make  efforts  to  ensure  that  all  receipts  are 
properly  filled  out. 

c.  The  College  should  take  steps  to  ensure  compliance  with  MCA 
17-6-105  (6). 

5.   Purchasing :   The  College  has  authority  to  handle  requisitions  up  to 
$1,000  without  going  through  Central  Purchasing  in  Helena.   For  all 
requisitions  between  $200  and  $1,000  written  bids  are  to  be  requested 
from  three  vendors  and  the  low  bidder  selected.   In  our  audit  we  found 
cases  where  less  than  three  bids  were  requested. 

Recommendation : 

The  College  should  comply  with  state  guidelines  regarding  requisitioning. 

V.   Capital  Projects 

The  bidder  information  dated  March,  1980,  from  which  our  proposal  to  audit 
Eastern  Montana  College  was  prepared,  called  for  certain  information  to  be 
included  in  our  comments  regarding  Capital  Projects.   The  information 
requested  is  as  follows: 

Project  Expenditure 

Land  Purchase  $    28,000 

Central  Control  System  29,950 

Parking  Lots  20,660 

Humidify  Library  22,867 

Reroof  Education  Building  34,801 

LA  Building  -  Eyeball  Repair  21,300 

Remodel  McMullen  Windows  66,740 

Sidewalk  Repair  and  Maintenance  2,260 

Physical  Plant  446,606 

Oil  and  Gas  Building  25,076 

Physical  Education  Building  459,642 

Dormitories,  Cafeteria  and  Snack  Bar  3,196 

$  1.161.098 


EASTERN  MONTANA  COLLEGE 
Balance  Sheet 
June  30,  1980 


Current  Funds 


ASSETS 


Education  Auxiliary 

£■  General   Designated  Enterprises 


Total 


Unrestricted: 

Cash 

$ 

372,060 

$ 

234,954 

$ 

416,036 

$ 

1,023,050 

Investments  (Note  2) 

24,11} 

1*68,328 

492,441 

Due  from  other  funds 

111,300 

111,300 

Accounts  receivable 

49,449 

1,319 

125,169 

175,937 

Allowance  for  doubtful 

accounts 

(30,753) 

(176) 

(26,095) 

(57,024) 

Inventories  (Note  3) 

$ 

61,722 
321,932 

$ 

181,033 
1,164,471 

$ 

242,755 

Total  Unrestricted 

$ 

502,056 

1,988,459 

Restricted: 
Cash 

Accounts  receivable 
Unbi 1  led  charges 

Total  Restricted 

Total  Current  Funds 


$   108,293 

447 

106,066 

$   214,806 

$  2,203,265 


Loan  Funds: 


Cash 

Investments 
Loans  receivable 
Allowance  for  doubtful  accounts 
(Note  4) 

Total  Loan  Funds 


$    42,375 

4,926 

1,471,150 

(21,496) 
$  1,496,955 


See  Notes  to  Financial  Statements 


LIABILITIES  AND  FUND  BALANCES 


Education  Auxiliary 

S  General   Designated  Enterprises     Total 


Current  Funds 


Unrestricted: 

Accounts  payable  and 


accrued  1  iabi 1 i  ties 
Students'  deposits 
\ 
Due  to  state  general  fund 
Deferred  revenue 
Fund  balance 

$  403, 104 

7,737 
91,215 

$ 
$ 

76,523 

414 
244,995 

321,932 

$ 
$ 

191,883 
13,036 

56,858 
902,694 

1,164,471 

$ 

$ 
$ 

671,510 
13,036 

7,737 

148,487 

1,147,689 

Total  Unrestricted 

Restricted: 

Accounts  payable  and 
accrued  1 iabi 1 i  ties 
Due  to  other  funds 
Fund  balance 
Deferred  revenue 

$  502,056 

1,988,459 

78,093 
111,300 

25,371 
42 

See  Notes  to  Financial  Statements 
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Total  Restricted  $   214,806 

Total  Current  Funds  $  2,203,265 


Loan  Funds: 

Fund  balances: 

National  Direct  Student  Loan  Program: 

Federal  grants  refundable  $  1,703,219 

College  contribution  -  restricted  190,354 

Cumulative  cancellations  &  other  reductions  (405,487) 

Other  loan  fund  -  restricted  8,869 

Total  Loan  Funds  $  1,496,955 


EASTERN  MONTANA  COLLEGE 
Balance  Sheet 
June  30,  1980 


ASSETS 


Education 
£■  General 


Designated 


Auxi 1 iary 
Enterprises 


Total 


Plant  Funds 


Unexpended : 

Cash  in  treasury 
Construction  advance  account 
Investments  -  construction  account 
Total  Unexpended 

Renewals  and  Replacements 
Cash  in  treasury 
Cash  with  trustee 
Investments  with  trustee  (Note  2) 
Investments  with  State  of  Montana 
Total  Renewals  and  Replacements 

Retirement  of  Indebtedness: 
Cash  with  trustee 
Investments  with  trustee  (Note  2) 
Total  Retirement  of  Indebtedness 


21,192 

2,172 

1,163, 83^ 

1,187,198 


1,818 

41,655 

169,241 

3,929 
216,643 


166,320 
579,747 


746,067 


Investment  in  Plant: 
Land 

Bui ldings 

Other  Improvements 
Equipment 
Library  books 
Construction  in  progress 

Total  Investment  in  Plant 

Total  Plant  Funds 


$      610,000 

16,642,991 

258,633 

2,437,503 

1,767,000 

471,518 

$   22,187,645 

$   24,337,553 


Agency  Funds: 
Cash 

Investments 
Accounts  receivable 
Deferred  accounts  receivable 

Total  Agency  Funds 


93.492 

183,237 

5,380 

1,645 


283,754 


See  Notes  to  Financial  Statements 
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LIABILITIES  AND  FUND  BALANCES 


Education  Auxiliary 

S  General   Designated  Enterprises     Total 


Plant  Funds 


Unexpended:  ,      R  . 

Bonds  payable  $     oVlll 

Fund  balance  o.joi 


See  Notes  to  Financial  Statements 
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Total  Unexpended  $ 1,187,198 

Renewals  and  Replacements:  ,, 

Fund  balance  *       ' 


Total  Renewals  and  Replacements  i 216,643 

Retirement  of  Indebtedness: 

i-  j  u  i  $    746,067 

Fund  balance  y    '   ' 


Total  Retirement  of  Indebtedness  $ 7^6,067 

Investment  in  Plant:  qg  ^22 

Contracts  payable  5      '  ,, 

Bonds  payable  ,'    ' 

Fund  balance  17,667,757 


Total  Investment  in  Plant  $  22J87.W 

Total  Plant  Funds  $  2^,337,553 


Agency  Funds: 

Accounts  payable  v       ',,- 
Reserve  for  feferred  accounts  receivable  ?iii  1?? 

Deposits  held  in  custody  for  others  1   qfi7 

Deferred  income  -* •" 

Total  Agency  Funds  $    283,75jj 


EASTERN  MONTANA  COLLEGE 

Statement  of  Changes  in  Fund  Balances 

For  the  Year  Ended  June  30,  19^0 


Revenues  and  Other  Additions 

Educational  &  general  revenues 
Auxiliary  enterprise  revenues 
Federal  grants  and  contracts  - 

restricted 
State  grants  and  contracts  - 

restricted 
Local  government  grants  and 

contracts  -  restricted 
Other  grants,  contracts  and 

donations  -  restricted 
Investment  income  -  restricted 
Interest  on  loans  receivable 
U.S.  Government  advances  and 

reimbursements 
Expended  for  plant  facilities 
Retirement  of  indebtedness 

Total  revenues  and  other 
addi  t ions 

Expenditures  and  Other  Deductions 


Educational  and  general 

expenditures  $7 ,984 ,555 

Auxiliary  enterprises  expenditures 
Indirect  costs  recovered 
Loan  cancellations  and 

write-offs 
Col  lection  costs 
Expended  for  plant  facilities 
Retirement  of  indebtedness 
Interest  on  indebtedness 
Trustee  fees 
Property  inventory  adjustment  (Note  6) 


Total  expenditures  and 
other  deductions 


CURRENT  FUNDS 


UNRESTRICTED 


RESTRICTED 


Education  Auxiliary 

&  General    Designated  Enterprises 


$7,984,555   $1,307,596 


$2,177,991 


$1,482,706 

127,502 

335,615 

81,133 


$7,984,555   $1,307,596  $2,177,991  $2,026,956 


$1,146,622  $1,949,447 

$1,567,701 

62,823 


$7,984,555   $1,146,622  $1,567,701   $2,012,270 


See  Notes  to  Financial  Statements 
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LOAN  FUNDS   PLANT  FUNDS 


$  13,526 

33,259 
1,326 


Renewal  and   Retirement  of   Investment 
Unexpended  Replacement    Indebtedness   in  Plant 


$  1,965 
21,917  $  1 1 ,890    $    63,238 

14,234 

178,578 

$  986,116 


$1,157,902  $   3,196 


$   181,000 
142,506 


$  181,000 


$216,694    $  986,116  $  11,890    $    63,238    $  181,000 


$  583,321 


$  48,111     $1,157,902  $   3,196     $   323,506    $  583,321 


See  Notes  to  Financial  Statements 
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EASTERN  MONTANA  COLLEGE 

Statement  of  Changes  in  Fund  Balances  -  Continued 

For  the  YeaT  Ended  June"  30,  1980 


CURRENT  FUNDS 


UNRESTRICTED 


RESTRICTED 


Education  Auxiliary 

£  General    Designated   Enterprises 


Transfers  Among  Funds  -  Additions 
(Deduct  ions) : 

Mandatory: 

Loan  fund  matching  grants 
Restricted  fund  matching  grants 
Principal  and  interest 
Renewals  and  replacements 

Total  mandatory  transfers 

Non-Mandatory: 

Plant  acquisition  and 
construction 


$   -0- 


$ 


-0- 


$   -0- 


Total  transfers 
Net  increase  (decrease)  for  the  year  $   -0- 
Fund  balance  July  1,  1979  -0- 

Fund  balance  June  30,  1980 


$   -0- 


$ 


-0- 


-0- 


$  160,974 
84,021 


$  278,469 
41,600 


$  320,069  $  -0- 

$  157,700  $  -0- 
$  477  >  769  $  -0- 
$  132,521  $  14,686 
770,173  10,685 


-0- 


$  244,995   $  902,694  $   25,371 


See  Notes  to  Financial  Statements 
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LOAN  FUNDS   PLANT  FUNDS 

Renewal  and   Retirement  of    Investment 
.        Unexpended   Replacement   Indebtedness    in  Plant 


$   (41 ,600) 


$  (278,469) 


$   -0-     $   -0-  *    $  (41,600)   $  (278,469)     $   -0- 

$   -0-      $  (157,700)       -0-  -0-  -0- 

-0-         -0-  -0-  -0-  -0- 


$  168,583   $  (14,086)  $   50,294    $   18,201      $  (402,321) 

1,328,372      37>450     166,349      727,866      18,070,078 

$1,496,955   $   23,364   $  216,643    $  746,067     $17,667,757 


See  Notes  to  Financial  Statements 
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EASTERN  MONTANA  COLLEGE 

Statement  of  Current  Revenues,  Expenditures  £  Other  Changes 

For  the  Year  Ended  June  30,  1980 


UNRESTRICTED 


Revenues : 


Education  Auxiliary 

S  General   Designated   Enterprises      Total 


Educational  and  General: 

Tuition  and  fees               $1,288,058  $   180,452              $  1,468,510 

State  government  support        6,563,735  6,563,735 

Federal  grants  and  contracts 

State  grants  and  contracts 

Local  gov't  grants  and  contracts 

Other  grants,  contracts  and  gifts 

Investment  earnings  2,740                   2,740 

Sales,  service  and  miscel  laneous    56,413  39,108                  95,521 

Indirect  cost  recoveries           76,349 76,349 

Total  Education  &  General     $7,984,555  $  222,300  $    -0-     $  8,206,855 

Auxiliary  Enterprise?: 

Tuition  and  fees  $   420,130      420, 1 30 

Land  grant  income  63,682      63,682 

Investment  earnings  52,329       52,329 

Sales,  services  and  miscellaneous 1  ,641  ,850    1 ,641  ,850 

Total  Auxiliary  Enterprises   $    -0-  "  $    -0-    $  2,177,991   $  2,177,991 

Total  Current  Revenues      $7,984,555  $  222,300  $  2,177,991   $10,384,846 

Expenditures : 

Educational  and  General: 

Instruction                  $3,942,601  $   196,790             $  4,139,391 

Research 

Public  service                   32,415  17,644                 50,059 

Academic  support                 807,362  807,362 

Student  services                823,919  3,887                827,806 

Institutional  support           1,124,731  1,124,731 

Operation  &  maintenance  of  plant  1,077,435  1,077,435 

Student  aid                     176,092 176,092 

Total  Educational  &  General 

Expenditures               $7,984,555  $  218,321   $    -0-     $  8,202,876 


Total  Educational  &  General 
Expenditures  &  Transfers     $7,984,555  $  218,321   $    -0-     $  8,202,876 

Auxiliary  Enterprises: 

Expenditures  $  1,567,701  $  1,567,701 

Mandatory  transfers: 

Principal  and  interest  278,469  278,469 

Renewals  and  replacements     41  ,600  41  ,600 

Total  Auxiliary  Enterprises  $    -0-   $    -0-    $  1,887,770"  $  1 ,887,770 

Total  Current  Expenditures  and 
Mandatory  Transfers         $7,984,555  $  218,321   $  1,887,770  $10,090,646 

See  Notes  to  Financial  Statements. 
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RESTRICTED      TOTAL 


$  1,468,510 

6,563,735 

$ 

1  ,410,261 

1,410,261 

147,218 

147,218 

325,791 

325,791 

66,177 

66,177 

2,740 

95,521 

76,349 

$ 

1,949,447 

$10,156,302 

$   420,130 

63,682 

52,329 

1,641,850 

$ 

-0- 

$  2,177,991 

$ 

1,949,447 

$12,334,293 

319,985 

$  4,459,376 

91,869 

91,869 

639,872 

689,931 

84,463 

891 ,825 

566,315 

1,394,121 

55,126 

1,179,857 

- 

1,077,435 

191,817 

367,909 

$  1,949,447  $10,152,323 


$  1,949,447  $10,152,323 


$  1,567,701 


278,469 

41 ,600 

$  1,887,770 


$  1  ,949,447  $12,040,093 


See  Notes  to  Financial  Statements 
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EASTERN  MONTANA  COLLEGE 

Statement  of  Current  Revenues ,  Expend i  tures  and  Other  Changes  -  Continued 

For  the  Year  Ended  June  30,  1980 

UNRESTRICTED 


Education  Auxiliary 

&  General   Designated  Enterprises      Total 
Other  Transfers  and  Additions 
(Deductions) : 

Excess  of  restricted  receipts 
over  transfers  to  revenues 
Excess  of  recharge  income  over 
expenditures  $  156,995  $   156,995 

Plant  acquisition  and 

construction  $  (157,700)     (157,700) 

Total  Other  Transfers 
and  Additions  (deductions)      $   -0-    $   156,995  $  (157,700)   $ (705) 

Net  Increases  (Decreases) 
in  Fund  Balances  $   -0-    $  1 6 0,97**  $  132,521   $   293,^95 


See  Notes  to  Financial  Statements 
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RESTRICTED      TOTAL 


$    14,686  $     14,686 

156,595 
(157,700) 


$    14,686  $      13,981 
$    14,686  $    308,181 


See  Notes  to  Financial  Statements 
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EASTERN  MONTANA  COLLEGE 
Notes  to  Financial  Statements 
June  30,  1980 

Note  1  -  Summary  of  Significant  Accounting  Policies 

Accrual  Basis 

The  financial  statements  of  Eastern  Montana  College  have  been  prepared  generally 
on  the  accrual  basis  except  for  depreciation  accounting  and  allowance  for 
uncollectible  loans  as  explained  in  Note  k   to  the  financial  statements. 
The  statement  of  current  funds  revenues,  expenditures,  and  other  changes  is  a 
statement  of  financial  activities  of  current  funds  related  to  the  current 
reporting  period.   It  does  not  purport  to  present  the  results  of  operations 
or  the  net  income  or  loss  for  the  period  as  would  a  statement  of  income  or 
a  statement  of  revenues  and  expenses. 

To  the  extent  that  current  funds  are  used  to  finance  plant  assets,  the 
amounts  so  provided  are  accounted  for  as  (1)  expenditures,  in  the  case  of 
normal  replacement 'of  movable  equipment  and  library  books;  (2)  mandatory 
transfers,  in  the*  case  of  required  provisions  for  debt  amortization  and 
interest  and  equipment  renewal  and  replacement;  and  (3)  as  transfers  of  a 
non-mandatory  nature  for  all  other  cases. 

Fund  Accounting 

In  order  to  ensure  observance  of  limitations  and  restrictions  placed  on 
the  use  of  the  resources  available  to  the  College,  the  accounts  of  the 
College  are  maintained  in  accordance  with  the  principles  of  "fund 
accounting".   This  is  the  procedure  by  which  resources  for  various  purposes 
are  classified  for  accounting  and  reporting  purposes  into  funds  that  are 
in  accordance  with  activities  or  objectives  specified.   Separate  accounts 
are  maintained  for  each  fund;  however,  in  the  accompanying  financial 
statements,  funds  that  have  similar  characteristics  have  been  combined  into 
fund  groups. 

Within  each  fund  group,  fund  balances  restricted  by  outside  sources  are 
so  indicated  and  are  distinguished  from  unrestricted  funds  designated  for 
specific  purposes  by  action  of  the  governing  board.  Externally  restricted 
funds  may  only  be  utilized  in  accordance  with  the  purposes  established  by 
the  source  of  such  funds  and  are  in  contrast  with  unrestricted  funds  over 
which  the  governing  board  retains  full  control  to  use  in  achieving  any  of 
its  institutional  purposes. 

All  gains  and  losses  arising  from  the  sale,  collection,  or  other  disposition 
of  investments  and  other  noncash  assets  are  accounted  for  in  the  fund  which 
owned  such  assets.   Ordinary  income  derived  from  investments,  receivables,  and 
the  like,  is  accounted  for  in  the  fund  owning  such  assets. 
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EASTERN  MONTANA  COLLEGE 
Notes  to  Financial  Statements 
June  30,  1980 


Continued 


All  other  unrestricted  revenue  is  accounted  for  in  the  unrestricted 
current  fund.   Restricted  gifts,  grants,  appropriations,  and  other 
restricted  resources  are  accounted  for  in  the  appropriate  restricted 
funds.   Restricted  current  funds  are  reported  as  revenues  and 
expenditures  when  expended  for  current  operating  purposes. 

State  general  fund  appropriations  in  the  current  unrestricted 
education  and  general  fund  are  reported  as  revenues  only  to  the 
extent  expended.   These  appropriations  ultimately  are  expended  only 
after  all  other  revenues  of  this  fund  have  been  exhausted. 

Other  Significant  Accounting  Policies 

Other  significant  accounting  policies  are  set  forth  in  the  financial 
statements  and  the  notes  thereto. 

Note  2  -  Investments' 

All  investments  are  recorded  at  cost.   Investments  owned  by  the 
several  funds  at  June  30,  1980  are  as  follows: 


Current  unrestricted  funds: 

Des  ignated 

Auxiliary  enterprises 
Loan  funds 
Plant  funds: 

Renewals  and  replacements 

Retirement  of  indebtedness 
Agency  funds 
Totals 


Cost 


$    24, 113 

468,328 

A, 926 

173,170 

579,747 

183,237 

$1, 433, 521 


$ 


Market  or 
Unit  Value 

23,968 
472,775 
4,993 

166,484 

578,289 

183,757 

$1  ,430,266 


Investment  income  is  generally  recorded  when  received.   The  above 
investments  consist  primarily  of  United  States  treasury  notes  and  bills, 
time  certificates  of  deposit,  mortgages  and  amounts  invested  through 
the  Montana  State  Board  of  Investments  using  its  Short-Term  Investment 
Pool  (STIP). 

Note  3  "  Inventories 

It  is  the  policy  of  the  College  to  record  supplies  inventories  for  certain 
educational  and  service  departments,  in  addition  to  inventories  held  for 
resale  in  auxiliary  enterprises  such  as  the  bookstore  and  student  union. 
All  recorded  inventories  are  stated  at  the  cost  or  market  using  the 
first-in,  first-out  method.   Supplies  inventories  at  the  Physical  Plant 
have  not  been  inventoried  and  are  not  recorded  in  inventory  accounts. 
Purchases  of  the  latter  supply  items  are  charged  directly  to  current  year 
expenditures.   The  recognition  of  this  inventory  would  not  have  a  material 
effect  on  the  College's  over-all  financial  position. 
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Note  k   -  Allowance  for  Doubtful  Accounts  -  Loan  Funds 

No  provision  for  uncollectible  National  Direct  Student  Loans  have  been 
provided  for  in  the  accompanying  financial  statements.   The  following 
statistics  were  provided  to  the  Department  of  Education  in  the  annual 
report  of  the  financial  aid  programs: 

Student  loan  amounts  advanced  -  All  borrowers      $2,786,7^8 
Deduct  total  value  of  loan  advances  not  in 
repayment  status  (grace  period,  armed  forces, 
Peace  Corps,  Vista,  Student  status,  hardship)      7^8,^78 

Total  amount  of  matured  principal  $2 ,038,270 

Total  amount  of  scheduled  loan  payments  delinquent  $  130,772 

Percentage  of  loans  in  default 

(130,772  r  2,038,270)  S.k2% 

The  College  follows  accounting  practices  for  the  National  Direct 
Student  Loan  Fund  that  are  in  accordance  with  government  regulations. 
Those  regulations  do  not  provide  for  recognition  of  interest  receivable 
or  future  loan  cancellations  by  the  government.   To  that  extent  the 
portion  of  the  financial  statements  relating  to  loan  funds  are  at 
variance  with  generally  accepted  accounting  principles.   However,  $0% 
of  any  interest  receivable  or  uncollectible  loans  and  100%  of 
government  cancellations  would  add  to  or  reduce  the  U.S.  Government's 
portion  of  the  fund  balance  and,  therefore,  would  not  have  a 
significant  effect  on  the  College's  over-all  financial  position. 
The  allowance  for  doubtful  accounts  of  $21,^96  shown  on  the 
accompanying  balance  sheet  is  for  the  College's  other  loan  fund. 

Note  5  ~  Bonds  Payable 

At  June  30,  1980  the  College  had  a  total  of  $5,585,000  in  outstanding 
revenue  bonds  payable.   These  bonds  were  issued  for  construction  of 
various  College  facilities  and  are  summarized  as  follows: 

"1956  Indenture"  to  build  a  residence  facility  (Apsaruke  Hall). 
There  are  $179,000  of  bonds  outstanding  at  June  30,  1980.  They 
are  due  in  varying  annual  installments  (On  October  1)  through 
1966.  The  annual  debt  service  for  the  year  ending  June  30,  1 98 1 
is  $13,799-   The  future  maximum  annual  debt  service  requirement  of 
$l*t,20A  will  be  in  the  year  ending  June  30,  1987-   The  bonds  bear 
interest  at  2  3>/k°/0   per  annum  with  semi-annual  payment  dates  (April  1 
and  October  1).   The  indenture  requires  that  certain  amounts  be 
deposited  with  a  trustee  in  a  bond  service  account  to  meet  current 
debt  service  requirements  and  maintain  a  reserve.   This  requirement 
was  met  in  the  year  ended  June  30,  1980.   One-half  of  the  College's 
land  grant  income  is  pledged  to  this  indenture. 
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"1 965  Indenture"  to  refund  Series  1959  bonds.   There  are  $1*90,000 
of  bonds  outstanding  at  June  30,  1980.   They  are  due  in  varying 
annual  installments  (on  July  1)  through  1985.   The  annual  debt 
service  for  the  year  ending  June  30,  1981  is  $91,969.   The 
future  maximum  annual  debt  service  requirement  of  $93,375  will 
be  in  the  year  ending  December  31,  1980.   The  bonds  bear  interest 
at  3  3/4%  per  annum  with  semi-annual  payment  dates  (January  1 
and  July  1).   The  significant  indenture  requirements  include  an 
annual  earnings  requirement  of  $126,056  and  that  certain  amounts 
be  deposited  with  the  trustee  in  a  bond  fund  to  meet  current  debt 
service  requirements  and  to  maintain  a  reserve.   These  requirements 
were  met  in  the  year  ended  June  30,  1 980 . 

"1964  Resolution"  to  build  a  residence  facility  (Petro  Hall) 
and  to  refund  Rimrock  Hall  revenue  bonds,  issued  in  two  series. 
There  are  $3,416,000  of  bonds  outstanding  at  June  30,  1980.  They 
are  due  in  varying  installments  (on  October  1)  through  2004.   The 
annual  debt  service  for  the  year  ending  June  30,  1981  is  $214,225. 
The  future  maximum  annual  debt  service  requirement  of  $218,650  will 
be  in  the  year  ending  June  30,  1990.   The  bonds  bear  interest  at 
3  1/8%  and  3  5/8%  per  annum  with  semi-annual  payment  dates  (April  1 
and  October  1).   Significant  requirements  include  that  "net  revenues" 
of  the  facilities  be  sufficient  to  make  required  transfers  to  "bond 
service"  and  "repair  and  replacement  reserve"  accounts  maintained  by 
a  trustee.   All  requirements  were  met  in  the  year  ended  June  30,  1980. 

The  College  records  interest  expense  on  the  above  bonds  when  paid.   The 
recognition  of  accrued  interest  expense  would  not  have  a  material  effect 
on  the  College's  overall  financial  position. 

General  Obligation  Long  Range  Building  Program  Bonds,  Series  1980,  dated 
March  1,  1980,  were  issued  by  the  State  of  Montana  for  the  construction 
of  an  addition  to  the  Physical  Education  Building  at  Eastern  Montana 
College.   Interest  is  payable  semi-annually  at  the  rate  of  8.50%  in  the 
amount  of  $55,380  on  November  1  and  May  1.   After  May  1,  I986  payments 
sufficient  to  pay  interest  and  amortization  of  principal  will  be  made 
semi-annually  until  May  1,  2006. 

Note  6  -  Investment  in  Plant 

Investment  in  plant  represents  an  accumulation  of  the  cost  of  purchased 
assets.   During  the  year  ended  June  30,  1980,  the  College  began  implementing 
a  new  state  mandated  Property  Accountability  Management  System  (PAMS) .   At 
the  current  time  we  are  in  the  process  of  completing  the  inventory  of  all 
consumable  property  with  a  cost  in  excess  of  $200  and  a  life  of  over 
one  year.   In  order  to  bring  the  college  records  into  compliance  with 
PAMS  requirements,  plant  assets  were  reduced  by  $583,321.   This  adjustment 
is  the  result  of  not  recording  asset  disposals  that  have  accumulated  over  a 
series  of  years. 
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Note  7  "  Retirement  Programs 

Retirement  benefits  are  provided  for  the  academic  staff  through  the 
Motnana  Teachers'  Retirement  System  (TRS)  and  non-academic  staff 
through  the  Montana  Public  Employees'  Retirement  System  (PERS) . 
Both  plans  are  operated  by  the  State  of  Montana  and  membership  is 
compulsory  for  the  respective  classes  of  employees.   Contributions 
for  participants  and  the  College  are  based  on  a  percentage  of  the 
participant's  salary. 

Defined  benefits  under  both  plans  are  based  on  years  of  service  and 
final  average  salary  of  the  participant.  The  actuarial  present  value 
of  vested  benefits  and  the  amount,  if  any,  of  unfunded  past  service 
costs  for  employees  covered  under  the  plans  has  not  been  determined. 
The  College's  share  of  the  cost  of  these  plans  for  the  year  ended 
June  30,  1980  was  $362,708. 

Note  8  -  Commitments  and  Contingent  Liabilities 

Accounting  for  major  construction  projects  of  the  College  is  performed 
by  the  Architecture  and  Engineering  Bureau  of  Montana  Department  of 
Administration.  At  June  30,  1980  certain  projects  had  a  remaining  spending 
authority  (i.e.,  funds  appropriated  from  the  Long  Range  Building  Fund  (for 
College  building  projects)  from  the  state  of  approximately  $110,421.   Since 
these  funds  will  become  available  to  the  College  only  when  construction  costs 
are  incurred,  they  have  not  been  included  in  the  College  balance  sheet  as 
assets. 

The  value  of  unused  vacation  and  sick  leave  accumulated  by  employees 
is  not  recorded  as  a  liability.  At  June  30,  1980  most  permanent 
employees  could  accumulate  and  carry  to  the  following  calendar  year 
two  times  the  maximum  number  of  vacation  days  earned  annually.   Unused 
vacation  leave  is  purchased  at  full  value  from  employees  upon  termination. 
Unused  sick  leave  earned  since  July  1,  1971  is  purchased  from,  the  employee 
at  25  percent  of  the  value  upon  termination. 


The  College  is  involved  in  two  lawsuits,  only  one  of  which  currently  represents 
a  potential  liability.   This  lawsuit,  which  names  the  college  as  defendant, 
involves  a  former  faculty  member  who  is  claiming  breach  of  contract.  The 
plaintiff  is  seeking  a  total  of  approximately  $350,000  in  general,  punitive 
and  other  damages.  The  College's  legal  counsel  believes  the  case  will  be 
settled  for  substantially  less  than  the  damages  sought,  and,  accordingly, 
this  item  will  not  have  a  material  effect  on  the  College's  overall  financial 
position. 

Certain  other  individuals  had  pending  claims  against  the  College  as  of 
June  30,  1980.  All  of  these  claims  have  been  settled  in  amounts  that  did 
not  have  a  material  effect  on  the  College's  overall  financial  position. 
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EASTERH 

MONTANA  COLLEGE 
December  9,    1980 


OFFICE  OF  THE  PRESIDENT 
Billings,  Montana  59101 
(406)  657-2300 


Steele   and   Vaught 
Certified  Public  Accountants 
703  West   Mendenhall 
Bozeman,    Montana  59715 

Gentlemen: 

This     letter     is     in     response     to     the     Report     on     Examination     of 
Financial    Statements     for    the    Fiscal    Year    Ended    June    30,     1980.        For 
the   most   part,    Eastern   Montana   College   concurs   with   the   recommendations 
you  made. 

Since  you  state  that  we  are  in  compliance  with  prior  audit 
recommendations  1,  2,  3,  4,  5,  6,  9,  10,  11,  12,  14  and  15,  further 
elaboration  is  not  necessary.  Comment  is  necessary  on  the  following 
prior  and  additional   audit   recommendations. 

Prior   Recommendation   No.    7 

We  recommend  the  College  should  either  (a)  amend  the  agreement 
to  provide  for  investments  in  ST  IP  or  (b)  comply  with  the 
investment   instructions   of  the   present   agreement. 

Discussion 

The  College   agrees   with   the   recommendation   and 
will   have   the   agreement   amended   as   recommended. 

Prior   Recommendation   No.    8 

We   recommend  the   following: 

a.  The  Financial  Aid  Director  should  prepare  a  list 
of  reports  and  a  summary  of  instructions  to  ensure 
that  reports  are  filed  on  a  timely  and  accurate 
basis. 

b.  The  Financial  Aid  Office  should  review  its  reports 
with  the  Business  Office  to  ascertain  that  the  reports 
are  in  agreement  with  th-3  College's  accounting 
records. 
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Discussion 

The  College  concurs  with  the  recommendation 
and  will  ensure  that  the  reports  are  filed 
on   a   timely   and   accurate   basis. 

Prior   Recommendation   No.    13 

We   recommend  the   following: 

a.  The    College    should    establish    control    over    the    Physical 
Plant      inventories      by      maintaining     perpetual     records 
similar     to     the     system     used     in     the     stores    operation. 
The   inventory   should   also  be   reflected   in   the  financial 
statements. 

b.  Personnel  responsible  for  inventories  be  cautioned 
as  to  the  importance  of  accurate  counts  and  proper 
cutoff  and   storage. 

c.  Periodic  test  counts  of  inventories  should  be  taken 
and  compared  to  the  perpetual  records.  Significant 
discrepancies   should  be   investigated. 

Discussion 

The  College  concurs  that  inventory  systems 
need      to      be      improved      and/or      installed.  As 

resources  are  available,  the  College  will  continue 
its        efforts      to      improve      these      systems.  The 

Bookstore  inventory  system  is  adequate  and 
verified      by       a       physical       count.  The      fiscal 

year-end  physical  count  is  observed  and  verified 
by  the  certified  public  accounting  firm  retained 
for  the   audit  of  the   Bookstore. 

"Stores"  employs  a  student  as  a  part-time 
clerk.  The      "perpetual       inventory"       system      in 

use  for  "stores"  is  only  a  "time  to  re-order" 
device.  A      physical      inventory      is      taken      at 

the  end  of  the  fiscal  year  and  this  inventory 
is  observed  by  the  certified  public  accounting 
firm   retained   for   the   audit. 

Physical  Plant  stores  have  not  been  properly 
controlled       due       to      limited      space.  With      the 

completion  of  the  new  Physical  Plant  Building, 
space  is  now  available  and  a  suitable  inventory 
system  will   be   installed. 
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Additional    Recommendation   No.    1 
We   recommend  the   following: 

a.  The  Business  Office  should  set  computer  check 
limits  that  it  feels  are  realistic  in  all  areas  of 
business,  and  then  checks  should  be  made  by 
the  computer  to  determine  whether  transactions 
are  within  those  limits.  For  example,  the  computer 
could  check  for  payroll  checks  exceeding  $5,000. 
Any  transactions  exceeding  this  limit  would  then 
have  to  be  approved  by  the  Business  Office  before 
final   processing. 

b.  Before  installation  of  any  new  system,  the  documenta- 
tion  should  be   reviewed   for  completeness. 

c.  An  emergency  back-up  plan  should  be  developed 
and  offsite  storage  should  be  found  for  programs 
and   data   files. 

d.  Passwords  should  be  changed  at  least  weekly, 
and  employees  should  be  instructed  to  not  use 
passwords  which  are  related  to  their  job  or  their 
name. 

e.  Knowledge  of  the  master  password  should  be  limited 
to  the  Director  and  Assistant  Director  of  the  Computer 
Center. 

f.  Programmers  should  be  limited  access  to  programs 
they  are  working  on  and  dummy  files  needed  in 
their   work. 

Discussion 


a. 


The  College  relys  on  Business  Office 
personnel  to  review  all  financial  trans- 
actions. The  computer  will  be  programmed 
to  determine  if  payroll  check  claims 
exceed  specified  limits.  Requests  exceeding 
the  limit  will  be  reviewed  by  the  College 
Controller    for   validity. 

These  controls  are  adequate  for  the 
circumstances  under  which  the  College 
operates. 
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b.  The   College   concurs. 

c.  The   College   concurs. 

d.  The   College   concurs. 

e.  Knowledge  of  the  master  password  is 
limited  to  the  Computer  Center  staff 
on  a  need-to-know  basis  in  order  that 
program  maintenance,  testing,  and 
data  entry  work  for  the  user  can  be 
accomplished.  The  College  feels  that 
this  is  adequate  control  under  the 
circumstances. 

f.  Programmers  have  access  only  on  a 
need-to-know  basis.  (See  Response 
(e)    above) 

Additional    Recommendation   No.    2 

Efforts   should   be   made   to  ensure   that   the   enrollment   file   as  of  the 
15th   day  be   saved   so  that   the   FTE   report   can   be   properly   filed. 

Discussion 


The       College       has        implemented       procedures 


to 

are       properly      filed 

retained      for      audit 


ensure       that       FTE       reports 
and      that      documentation      is 
purposes. 

Additional   Recommendation   No.    3 

We   recommend   the   following: 

a.  The  College  should  take  steps  to  get  the  records 
to  the  Financial  Aid  Office  updated  to  match  the 
reports     sent  out   by   the   Business   Office. 

b.  The  College  should  take  applications  from  all  candi- 
dates for  fee  waivers  and  they  should  be  reviewed 
for   financial   need. 


Discussion 

a.  The   College   concurs    and   the    Financial   Aid 

Office   has    implemented   procedures   to  ensure 
that   their   records    are   in    agreement   with  Business 
Office   records. 
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b.  The   College   concurs. 

Additional   Audit    Recommendation   No.    4 
We   recommend   the   following: 

a.  The     College     should    begin     using     prenumbered     receipts 

in  all  areas  and  establish  an  accounting  system 
to  insure  all  receipts  come  back  to  the  central 
cashier. 

The  College  should  make  efforts  to  ensure  that 
all    receipts   are   properly   filled  out. 

w«h  £&eM51?6,.take     StCpS     t0    enSUre    -np.iance 
Discussion 

a.  The      College      concurs      and      is      now      usino 
prenumbered   receipts. 

b.  The   College   concurs, 
c          The   College   concurs. 

Additional   Audit    REcommendation   No.    5 

re^ismonfng.  5h°Uld      C°mPly      WUh      ^      *Uldelines      ~8««Mng 

Discussion 

The   College  concurs. 

staff    L^T    h°^dvthat,     thC      ab°Ve     comment*      are      satisfactory.  My 

5nh   th      t       •  T  Phased    to    discuss    our    comments    in    more    detail 

with   the   Legislative   Audit   Committee,    should   that   be   necessary. 

Sincerely, 

— ( 


\£X$£ 


E.  Van  de  Wetering 
President 


VdW/jd 

xc:       Dr.    John    Richardson 

Commissioner   of   Higher    Education 
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